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Memorandum Ti-68
Subject: Study 26 - Unclaimed Property

You will recall that the Commission submitted a recommendation relate
ing to escheat of amounts held by sellers on account of travelers checks
and rRoney orders to the 1973-Tk session. The recommendation contained a
Joilnt Resolution urging enactment of federal legislation (which was adopted
by the California Legislature) and a revision of the Californie Unclaimed
Property law {which was held up awaiting federal developments).

On October 10, 1974, the United States Congress passed and sent to the
President legislation to provide rules governing which state may escheat
amounts held by sellers on account of travelers checks, money orders, and
similar written instruments. The staff has prepared the attached recommen-
dation which proposes conforming revisions in the California Unclaimed
Property Iaw. We have sent & copy of the recormendation to the representa-
tive of American Express and to the office of the State Controller for
review and comment.

We suggest that the Commission approve the attached recommendation for
inclusion in our Annual Report and that the conforming legilslation be sub-
mitted to the 1975 Legislature. The changes are technical and should give
rise to no objections. In the unlikely event that significant problems are
discovered in the proposal by American Express or by the office of the
State Controller, we will not include the recommendation in our Anmual Report
and bring the matter back for consideration by the Commission

We attached two coples of the recommendation. Please mark your editorial
changes on one copy and return it to the staff at the November meeting.

Respectfully submitted,

John H. deMoully
Execuotive Secretary
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LETTER OF TRANSMITTAL

The California Ynclaimed Property Iaw (Code of Civil Procedure Sec-
tion 1500 et seg.)wae eracted in 1968 uron recommendation of the Law Re-
vieion Commnlssion. Hee Recommendatlon Relsting to Becheat, 5 Cal. L.
Revision Comm'n Reports 1001 {1987 ). The Commission continmued this topic
on ite egenda with a view to reviewing the experience under the 1968 stat-
ute and subinitting recommendations fer.any needed revisions. See Resolu-
tion Chapter 22 of the Statutes of 1972.

The Commission submitted a recommendetion to the 1973 session of the
leginlature ae a result of the Commipaion'e study of the effect on the
Unclaimed Property law of the decislon of the United Btates Supreme Court
in Pepmsylvania v. New York, 407 U.8. 206 (1972). BSee Recommendeting Re-
latIng to Unclaimed Property, 1l Csl. L. Revision Comm'n Reports

3). A Joint Resolution--memorializing the President and the Congress
of the United States to enact federal leglslation that would provide
rules determining which stute is entitled to epcheat sums payable on
travelers checks, money orders, and similar written instruments--wag
adopted by the lLegislature as & result of the Commission's recommendation.
Revision of the Californis Unclaimed Property lIaw also wae recommended,
but the Commission did not push for enmactment of this legislation since
it determined to await federal developments.

[H.R. 11221] bas been paseed by the United States Congress and was
signed by the President on [date]. This law provides rules governing
which state is entitled to escheat amounts held on account of travelers
checks, money orders, and similar written instruments. The Commission
haw studied the new federal law eand submits this recommendation for can-
forming revisions in the California Unclaimed Property law.

*

Respectfully submiited,

Mare Sandstrom
Chairman



RECOMMENDATION COF THE CALIFORNIA IAW REVISICON COMMISSION
relating to
ESCHEAT OF AMCUNTS HELD ON ACCOUNT OF TRAVELERS CHECES, MONEY

ORDERS, AND SIMITAR INSTRUMENTS

The California Unclaimed Property Iawl provides a comprehensive scheme
for the escheat to the state of various kinds of unclaimed personal property,
including amounts held by sellers on account of travelers checks, money
orders, and similar instruments. If the owner of a travelers check or
money order has falled to cash it for a specified period of time, the
statute reguires the seller to report this fact to the State Conmtroller.
Subsequently, the amount held by the seller on account of the travelers
check or money order is transferred to the custody of the State Controller
who then holds it subject to the claim of the owner. Little of such prop-
erty is ever reclaimed by the persons entitled to it.

In Texas v. Hew Jersey,e the United States Supreme Court held that

only one state may escheat intangible personal property even though the
holder of the property may be subject to the jurisdiction of several states.
The court ruled that (1) the state of the last known address of the owner

as shown by the records of the holder may escheat intangible personal prcperty3

1. Chapter 7 (commencing with Section 1500) of Title 10 of Part 3 of the
Code of Civil Procedure,

2. 379 U.S. 6Tk (1965).

3. If the state in which the owner had his last known address (es shown by
the records of the holder) does not provide for the escheat of un-
claimed property, the state where the holder is domiciled may escheat
the property subject to a claim of the former state if its law later
provides for the escheat of such property.

-1-



and (2) if the records 4o not show sn address of the owner, the property

' L
may be escheated by the astate where the holder is domiriled. in Penn-

5
gylvanis v. New York,” the United Ststes Supreme Court held that eschest

of amounte held by Westerr Union on occount of money orders is governed

by the rules set forth in Texap ¥. Hew Jersey. In Pennsylvania v, New

York, a mumber of states proposed that such amounts should eschest to the
states where the money orders were purchased, but the court refused to make

any exceptlons tc Texas v. New Jersey.

6
In 1973, the law Hevision Commisslion recommended revisiona to con-

form the Californis Unclaimed Property Iaw to the holding in Pennsylvania

v. New Jersey and thus mgsure that California would receive the property it

was entltled to escheat under that decision. The Commission also stated
its belief that the enactment of federasl leglslation offered the best longe=
range aalutiop to the problem of which state is entitled to escheat sums
held by the seller on account of travelers checks and money orders and
recommended that the California Legislature adopt & Joint Resoclution mewmo-
rializing the President and the Congress of the United States to enact
legislation to provide appropriate rules governing the escheat of sums pay-

able on money orders, travelers checks, and similar written instruments.

4, In cases falling in the second category, if snother state proves that
the laat known address of the owner actually was within its borders,
that state may eschemst the property and recover it from the holder
or from the state that firet escheated it.

5. 407 U.5. 206 (1972).

6. Recommendetion Relatingz to Unclaimed Property, 11 Cal. 1. Revision
Corm'ri Reports WOL (1973).




The Joint Resolution recommended by the Commission was adopted by the

7

legislature. Because the United States Congress was considering Yegis-
lation that appeared to have a goond chance for enactment, the Commission
decided not to push for enactment of the recommended revision of the
California Unclaimed Property ILaw.

[cite federsl statute] was passed by the Congress and signed by the
President on [date]. This new federal statute (set out immediately follow-
ing this recommendation) prescribes rules that determine which state is
entitled to escheat sums held by the seller on account of travelers checks,
money orders, and similar written instruments. The Commission has reviewed
the new federal statute and makes the following recommendations to conform
the California Unclaimed Property Law to the federal statute:

(1) Section 1511 of the Code of Civil Procedure, which creates a pre-
sumption that the state in which a travelers check or money order.was pur-
chased is the state of the last known address of the apparent owner (absent
an address being shown on the records of the holder), should be repealed.

This presumption is contrary to the holding in Pennsylvania v. Hew York,8

and is lnconsistent with the rules stated in the new federal statute.

(2} A new section, *o be numb-red Section 1511, should be enacted
that codifies the rules stated in the new federal statute. This will assure
that California will receive the property it is entitled to escheat under
that statute. Technical conforming amendments should be made to Sections

1530, 1542, and 1581 of the Code of (ivil Procedure.

7. Cal. Stats. 1973, Res. Ch. 76.

8. 407 U.8. 206 (1972).



The Commission's recommendations would be effectusted by enactment

of the following measure:

An act to amend Sections 1530, 1542, and 1581 of, to add Section 1511

to, and to repeal Section 1511 of, the Code of Civil Procedure,

relating to the escheat of travelers checks, money orders, and

gimilar instruments.

The people of the State of California do enact as follows:

Section 1. Section 1511 of the Code of Civil Procedure is repealed.

33 --For-she-purposes-of-Section-15103 -where-the-resords-of-the
heiﬂer—ée-ﬂe%-shev—a-las%—kaewn-aéé?ees—ef-%he—appafent-ewner-ef-a
travelers-eheek-or-money-ordery-it-is-presumed-shat-the-stase-in-whish
the-travelers-¢heck-or-noney-erder-was-parchased-is-the-state-af-the
ias%-kﬂswﬁ—aééfess—af—ﬁhe-aﬁpafené-QWHEEe—-This-p?esum§$ien—is—a-§¥esamp-

tion-affeeting-the-burden-of-prees-

Comment. Section 1511 is repealed because the presumption created

by the section is contrary to the holding in Pennsylvania v. New York,

hOT U.8. 206 (1972), and because the section is inconsistent with sub-
sequently enacted federal legislation. See [H.R. 11221 -~ Depository

Institutions Amendments of 197h4].

Sec. 2. Section 1511 is added to the Code of Civil Procedure, to
read:

1511. f{a} Any sum payable on a money order, travelers check, or
other similar written instrument {other than a third-party bank check)

on which a business association is directly liable, escheats to this



state under this chapter 1f the conditions for escheat stated in Sections
1513 through 1521 exist, and if:

(1) The books and records of such business association show that
such money order, travelers check, or similar written instrument was
purchased in this state.

(2) The business association has its principal place of business in
this state and the books and records of the business association do not
show the state in which such money order, travelers check, or similar
written instrument was purchased.

(3) The business association has its principal place of business
in this state, the books and records of the business association show the
state in which such money order, travelers check, or similar written
instrument was purchased, and the laws of the state of purchase do not
provide for the escheat of the sum payable on such instrument.

(b) Notwithstanding any other provision of this title, this section
applies to sums payable on money orders, travelers checks, and similar
written instruments deemed abandoned on or after February 1, 1965, except
to the extent that such sums have been paid over to a state prior to
Jamuary 1, 1974. For the purposes of this subdivision, the words "deemed
abandoned" have the seme meaning as those words have as used in Section

604 of the Depository Institutions Amendments of 1974 [H.R. 11221].

Comment. Section 1511 adopts the rules provided in federal legisla-
tion which determines which state is entitled to escheat sums payable on
money orders, travelers checks, and similar written instruments. See

Sections 603 and 604 of [cite federal statute].



Jec. 3. Seotion 1930 of ste Code of Clvil Precedure is amended
to read:

“ x

Cnlodfvery pessen bebdiug Tonds o0 other preperty

f thos state under thus chapter shall repurt 1o the
State Controiler 88 provaded in shis seation,

i Phe veuwrt shall be unow {ora presecibed or approved

: e i the ! .é’;:-ﬁ:‘u!"w;- atud whiall anniade o~
“ - o - - e "— = - ~ o . . (";H‘-‘-tu—-w- uuuuuuuu - “
e T e, Lhe Emept with tei s travelers chevieTesd money \ 2 F;
and similer [ aralihe e, i grown, rad last knows addreess, F &gy, R
wvritten im- | ering from the racords of ihe hotder to he
strumenta Polne ewasr of praverty of valoe 8 toeoty-fve doilgre
That escheat Vooweib) ar me Aested under thie chapter,
under Eection % P20 In euse of mebrated fands of 1ifs IMPLCENCE QOFDOTE-
1

= of each person

1531 1 tiems, the fol nawe of the insured or anrnnitont, wud bhig lagt
-2..4 " Enown sddeesa, sceording to the ife Laspranss corporation s

e recorids;

(33 In the euse oI the runtenis of 8 safe devosit box or sther
safekeeping reposilory or in the vase of other tanpible prop.
erty, & description of suelt property snd the plaee where it is
beld and may be inspected by the State Controller. The report
shall set forih any amounts owing to the holder for unpaid rent
or storage charges and for the cost of opening the safe depnait
box or other safekerping repository, if sny, in which the
property was contsined.

(4) The nmture and identifying number, if any, or deserip-
tion nf aby intangible property snd the amonst appedring
from the records to he due, excopt that items of valpe under
twenty-fve dollars (425) each may be reported in sggregate.

19) Kxeept for any property reported in the aggregate, the
date when the properly bwenme puyable, demundable, or re.
turnable, and the date of ihe last transuetion with the owuer
with respect to *he property,

(6] Otker duformation which the Stete Oontroller pre-
seribes by rule as mecesanry for the adwinisteation of this

- chapter,
C ) IF the halder is s suacesser to abthep neraons whe pre-
v viousiy held the propecty for the owaer, ur if the holder has
changed his name while holding *he praperty, he shali §le with
s report W nrier raan namwes snd addresses of each holder
" of the properiy.

(e} The report shall be fled before Nuvember Ist of each
year as of June 30tk or fiseal yereond next preceding, bat
the repert of life insurance corporations shall be filed before

- May 1st of each wesr ns of Decernber 318t next preceding.
. The State Controller may postpous the reporting date wpon
his owm motion or uron written request by any person re-
fquired to flie a report.

{ed The yeport, i neade e an individual. shall be verified
Ay Ale individual ; if made by partnersiip. by & partner: if
- nde by an unineorparated associntion ar private eorporation,

by an offiror: and if rada by a public corperation, by its
chinf fisoal officer.

Comment. Section 1530{b}{1) ls amended to conform to Section 1511
which provides for escueat o the state where the travelers check, money

order, or similar instrument was purchesed. BSee also Section 1581 {seller
to maintain record showing state where travelers check , morey order , or
similar instrument was purchased).

b



3ec. 4. Hertion 1442 of the Code of Civil Procedure is emended

+o read:
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{4} The property iz Fands held or sw.ng by & life insurance
corporetion thatl sseheated to this siate by dpph{'aﬁnn of the
nresiunptisn provided hy subdivision {b) of Seetion 1515, the
Jast known addzess of the nerwon cutitled to the funds was in
facl in suah other state, and, under the faws of thut state, the
m‘np{«r*v cscheated to that state. '

(h) The elain of another state to recover escheated nrop-
ety under thiv eecling shall be p"ecnmu:i in writing to the
Seate Conrroller, whe shall consider the cluim within £ days
after 3 ' presented e may hold e hearing apd regeive
pvidenee. Tle shalt sHew the olaim 3F he determines that the
ather stsie is entithed o the ~aeleated property. A cleim
allewed amler Ciis seelion js sabjest to fhe charge speeified by
subdivigtn Lo nf Seetion 15460,

other instrument

Comment. Section 1542(a){3) ie zmended to conform to the rules

stated in Section 1011,
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(£Y the cost of maintaining and peteieving addreages of pur-
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' BEFIRFTIONS
Suc. 602, Ax wned in thiz title
(1Y “banking organization”™ means any hank, lrust campany.
savings bank, safe deposit conspany, o7 a private bunker engaged
in business in She United States;
(B) “buninaas asgoviation” means any corporation (other than
a public corporation}, joint atock company, business trust, par?-
nerakip, or any association for Gusiness purpesrs of heo or more
imdividuetar ard
(#) “hnaneinl ovgenizarion’ means any aovings and loan as-
sociation, hudding aml inan arrecintion, credit unien, or invegt-
ment compery engoged in Suginess in the Inited States,
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Ske. 608 VWiere any sum iz poyable on 2 moeney order, froveler's
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banrl cheed) ennfidch a banking ar frarciof srgenization or a bredineas
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APPLICABEILITY

Sz, 604 Thie (itie shall be applicabli to yume peyalls on money

erd, traveler’s checks, and simitar writien instruments decmer

abandoned on or after February 1085, carcpt fo the cxtent fhat sueh
eums have been paid cver to q Staie gricr {o danvary i, 1074,
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